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8585 Business Park Drive
Shreveport, Louisiana 71105
Phone: 318.219.5020

Fax: 318.798.1917

LIC ACCOUNTANTS

James K. McClelland, CPA LLC info@jkmcpas.biz

Independent Auditor's Report

The Board of Directors
Louisiana Association for the Blind
Shreveport, Louisiana

I have audited the accompanying financial statements of Louisiana Association for the Blind, which
comprise the statements of financial position for the years ended September 30, 2013 and 2012, and the
related statements of activities and cash flows for the years then ended, and summary of significant
accounting policies and the related notes to financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on my audits. I conducted
my audits in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that I plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures sclected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control.  Accordingly, I express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements. I believe
that the audit evidence 1 have obtained is sufficient and appropriate to provide a basis for my audit
opinion.

Serving Christ Through Serving You!
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Opinion

In my opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Louisiana Association for the Blind as of September 30, 2013 and 2012, and the
changes in its net assets and cash flows for the years then ended, in accordance with accounting principles
generally accepted in the United States of America.

Other Matters

My audit was conducted for the purpose of forming an opinion on the basic financial statements as a
whole. The schedules of general and administrative expenses, sales and cost of sales, sales and cost of
sales - base service centers, and state contracts are presented for purposes of additional analysis and are
not a required part of the basic financial statements.

The schedules of general and administrative expenses, sales and cost of sales, sales and cost of sales - base
service centers, and state contracts are the responsibility of management and were derived from and relate
directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or to
the basic financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In my opinion, the schedules of general and
administrative expenses, sales and cost of sales, sales and cost of sales - base service centers, and state
contracts are fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, 1 have also issued my report dated January 14, 2014,
on my consideration of Louisiana Association for the Blind’s internal control over financial reporting and
my tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and
other matters. The purpose of that report is to describe the scope of my testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Governmental Auditing Standards and should be considered in assessing

the results of my audit.
Sy
T e ML Gl 0226

Certified Public Accountant

Shreveport, Louisiana
January 14, 2014



Louisiana Association for the Blind

Statements of Financial Position
P A

September 30, 2013 September 30, 2012
Temporarily Temporarily
Unrestricted Restricted Total Uinrestricted Restricted Total
Fund Funds All Funds Fund Funds All Funds

Assets

Current assets:
Cash and cash cquivalents (Note 5) § 3,091,263 S 18,596  § 3,709,859 S 435062667 0% 31419 § 4594086
Short-term investments (Notes 3

and 4) 2,006,816 - 2,006,816 2061225 - 2,061,225
Accounts reecivable-trade (Note 7) 2,914,816 - 2,914.816 2,166,031 - 2,166,081
Inventories (Nute 1) 2,885,880 - 2,885,880 3,330,541 - 3,330,541
Prepaid expenses and other 168,324 - 108,324 00,630 - 9).650
Total current assets 11,607,099 18,596 11,625,695 12211164 31419 12.242.583
Long-ternt investments (Notes 3 and 4) 4,469,621 - 4,469,621 4289477 - 4,280,477
Property and equipment, net (Note 2) 10,286,442 - 10,286,442 9202873 - 9,202,873

526,363,162 $ 18,396  $26381,758 §$25703514 § SL410 §2

“n

734,933

Liabilities and Net Assets

Current liabilities:

Accounts payable S 2224722 $ - S 2.224.722 % kS - 3 23061,838
Notes pavable (Note §) - - - - 325,000
Accrued payroll and refated expenses 506,937 - 306,937 - 213,629
Deferred revenue L 324,058 ) 324,038 - 246,740
Total habilitics - all current _ 3,055,717 - 2085717 3147217 - 147217
Commitments and contingencies

(Note 6)

Net assets:
Unrestricted 23,307,445 - 23307445 22.556.297 - 225562907
Tenmorarily restricted (Note &) o - 18,396 18,506 - NKIL MY
230745 1RSI0 22556297 3419 2288706

$26,363,162 $ 18,396 S20381.758  S$257035(4 S 31410 §25734 933

Sce accompanving susmmeary of accointing policies and notes 1o financial siatenwones.
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Louisiana Association for the Blind

Statements of Activities
R N T T N e N S O Y W B [T e e T A S T T T, e e S S e T e e SN S S TR

Years Ended September 30, 2013 September 30, 2012
Temporarily Temporarily
Unrestricted Restricted Total Unrestricted Restricted Total
Fund Funds All Funds Fund Funds All Funds

Sales (Note 7) $26,339,965 $ - $26,339,965  $30,704,304 $ - $30,704,304
Cost of sales (21,413,220) - (21,413,220)  (25,647,682) - (25,647,682)
Gross profit 4,926,745 - 4,926,745 5,056,622 - 5,056,622
Expenses:

Selling 636,162 - 636,162 736,041 - 736,041

General and administrative 3,680,020 - 3,680,020 3,209,885 - 3,209,885
Total expenses 4,316,182 - 4,316,182 3.945,926 - 3,945,926
Increase in net assets from operations 610,563 - 610,563 1,110,696 - 1,110,696
Other Income:

Investment income, net 167,764 - 167,764 458,260 - 458,260

Interest expense - - - (246) - (246)

Other (53,988) - (53,988) 3,693 - 3,693

Support, net of expense of $149,371

and $21,072 (1,014) 15,000 13,986 (3,924) 27,823 23,899

Net assets released from restrictions 27,823 (27,823) - B - -
Total other income 140,585 (12,823) 127,762 457,783 27,823 485,606
Increase (decrease) in net assets 751,148 (12,823) 738,325 1,568,479 27,823 1,596,302
Net assets, beginning of year 22,556,297 31,419 22,587,716 20,987,818 3,596 20991414
Net assets, end of year $23,307,445 $18,596  $23,.326,041  $22.556,297 $31.419  $22.587.716

See accompanying summary of accounting policies and notes to financial statements.




Years Ended

September 30, 2013

Louisiana Association for the Blind

Statements of Cash Flows

September 30, 2012

Unrestricted Total Unrestricted Total
Fund All Funds Fund All Funds
Cash Flows from Operating Activities:
Increase (decrease) in net assets $ 751,148 738,325 § 1,568,479 $ 1,596,302
Adjustments to reconcile increase in
net assets to net cash provided by
operating activities:
Depreciation and amortization 539,642 539,642 455317 455317
Realized loss (gain) on sale of
investments (261,665) (261,665) 25,110 25,110
Unrealized loss (gain) on
investments 261,692 261,692 (322,496) (322,496)
Loss on sale of asset 54,267 54,267 - -
Change in operating assets and
liabilities:
Accounts receivable - trade (748,735) (748,735) 620,377 620,377
Inventories 444,661 444,661 59,011 59,011
Prepaid expenses and other (17,674) (17,674) (14,764) (14,764)
Accounts payable (137,116) (137,116) (1,356,349) (1,356,349)
Accrued payroll and related
expenses 293,298 293,298 (675) (675)
Deferred revenue 77,318 77,318 (143,608) (143,608)
Net cash provided (used) by operating
activities 1,256,836 1,244,013 890,402 918,225
Cash Flows from Investing Activities:
Additions to plant and equipment (1,691,578) (1,691,578) (2,804911) (2,804911)
Proceeds from sale of asset 14,100 14,100 - -
Purchases of marketable securities (6,363,144) (6,363,144) (1,746,589) (1,746,589)
Proceeds from sale of securities 6,237,382 6,237,382 3,696,905 3,696,905
Net cash used in investing activities (1,803,240) (1,803,240) (854,595) (854,595)
Cash Flows from Financing Activities:
Payments of long-term debt (325,000) (325,000) - -
Proceeds from issuance of debt - - 325,000 325,000
Net cash provided (used) by financing
activities (325,000) (325,000) 325,000 325,000
Net increase (decrease) in cash and cash
equivalents (871,404) 388,630 360,807 388,630
Cash and cash equivalents at beginning
of year 4,562,667 4,594,086 4,201,860 4,205,456
Cash and cash equivalents atend of year  § 3,691,263 $ 3,709,859 4,562,667 $ 4.594.086

See accompanying summary of accounting policies and notes to financial statements.



l.ouisiana Association for the Blind

Summary of Accountinge Policies

Summary of Accounting Policies

Fhis sumnnary of aecounting policies o Louisiana Association for the Blmd (the "Association) s
presented to assist i understanding the Assoctation’s tanerd statements. The financral statements and
notes are represeatations of the Assoctation’s management. which is responsible for their integrity and
objectivity These accounting pahlicies have been consistently apphed e the preparation ot the financial

statements,
Nature of Business

Fouwsiana Assoctation tor the Bhind (the " Assocntion™ 15 a nonprotit orcanizction formed 1o evaluate,
waln. and provide empiosment oppoctunities for the bhind e northwest Tousiana, Emplovmen:
opportunities are provided primartly through the Vssocation's manufacture ot paper. abrasine. and deck
covering producis, and retail sales tor Barksdule Avr Foree Buse and tort Polk. These financial statements
clude the accounts of the Association and those of the Shreveport Assoctation tor the Blind Charitable
Prustowhich s a trust tullv controlled and adimusterad by e management and board ot directors of the
Assocnation.

Basis of Accounting

Mhe Association uses the accereal basis of acceunting for hoth unrestrieted and  restricted  tunds.
Unrestricted fund assets, labilities, revenue and expenses are those items aequired or ineurred througls the
Assoctation’s normal fund rasing ettorts and production activities. Restricted tund assets. labilities,
revenues and expenses nchude those ttems acquired or recerved through the Assoctation's [und raising
ciforts as well as those ttems recerved or meurred pursuant 1o erants from various agencies. the use of
which 1s governed by restrictions placed thereon by the donors. Restricted funds may be used only for the
purposes for which the donor or grantor contributed such funds.

Property, Equipment and Depreciation

[t 15 the Assoctation’s policy 10 capitalize property and equipment over $2.0000 Lesser amounts are
expensed. Purchased property and equiprent are recorded at cost. Donated items are recorded at the far
market value of the items on the date of donation, Depreciation and amortization are computed using the
straieht-fine method over the estimated useful Tives of the various clisses of assets ranging from three to
forty vears. Matenance and repars o which do pot sprov e or extend the lite of the respective assets, are
expensed as mcurred.

Revenue Recognition

The Assecration reports vifts of cash and othier aeots as resiteted support 1 thes are received with doror

stpulations thar Tt the e o donated ascis When 1 donor restriciion expires. tat is. when

stpulated tme rostrieton ends e paspose estrcton s accemplshed. emporasi s resieeied net assets ar
rechssrtiod o inresticred et asets and repottad e ST emient of a1 s e 1t desets released from
restdtionss bampoias T restiicied denations sna e ch e resir Con eanires 111G sime sedl Teeeis ol
are renorted i tie rrestricted T '

~



Louisiana Association for the Blind

Summaz of Accountinﬁ Policies - sContinuedz

Income Taxes

As a nonprofit, privately supported organization, the Association is exempt from taxation under Section
501(c)(3) of the Internal Revenue Code, but must file an annual return with the Internal Revenue Service
that contains information on its financial operations. The Association is required to review various tax
positions it has taken with respect to its exempt status and determine whether in fact it continues to
qualify as a tax exempt entity. The Association also must assess whether it has any tax positions
associated with unrelated business income subject to income tax. The Association does not expect any of
its tax positions to change significantly over the next twelve months. Any penalties related to late filings
or other requirements would be recognized as penalties expense in the Association's accounting records.

The Association is required to file U.S. federal Form 990 for informational purposes. Its federal income
tax filings for the tax years 2010 and beyond remain subject to examination by the Internal Revenue
Service.

Cash

For purposes of the statements of cash flows, cash includes cash in bank accounts and interest-bearing
deposits with original maturities of 90 days or less which are not held for investment purposes.
Investments are excluded from cash regardless of maturity, as management does not intend to use such
funds within 90 days. At September 30, 2013, $2,786,430 in recorded cash and cash equivalents were not
insured with the FDIC.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.
Significant estimates made by management include the value of investments, the collectability of recorded
accounts receivable, inventory valuation and the life of fixed assets.

Inventories

Inventories, consisting primarily of paper and paper related office products, abrasives, safety walk, and
base service store material, are valued at the lower of cost or market. Cost is determined on an average
cost basis.

Financial Statement Presentation

The Association has adopted FASB ASC 958-205, "Presentation of Financial Statements for Not-for-
Profit Entities.” Under FASB ASC 958-205, the Association is required to report information regarding
the financial position and activities according to three classes of net assets; unrestricted net assets,

temporarily restricted net assets, and permanently restricted net assets. As permitted by the statement, the
Association does not use fund accounting.




[.ouisiana Association for the Blind

Summary of Accounting Policies - (Concluded)

Contributions

The Association has aiso adopted FASB ASC 958-605 "Revenue Recogiition - Contributions Recenved
Contributions recenved are recorded as unrestricted. temporarly restricted, or pernianently restricted
support depending on the exisience and nature of any donor restrictions,

Investments

The Assoctation nas adopted FASB ASC 93R-2200 "Accoununy Tor Certan Ivestments Held by Not-tor-
Protit Organtzations.”  Under FASB ASC 93%-3200 mvestments nomachetable securites with readily
deteronmable fair values and all nvestments a0 deht securtties are reporied at tetr far values in the
statement of financial posivon. Fair values are computed based on guoted market values ws provided Iy
the Assoctation’s tinancial adyisors,

Unrealized gains and Josses are meluded e change monet assets Tnvestment ncome and paies
restricted by w donor are reported axonereases 1 unrestricted net assets it the resttictions sre met {either by
passage ot ume or by used i e reporting period 10 which the meome and gains are recognized.

Accounts Receivable

Accounts receivable are presented i the accompanying financial statement net of any allowanee for
doubtful accounts. Management periedivally reviews past due accounts to determine i circumstances
mdicate that .l or 4 portior ot o customer’s account will not be collectible. Based on this assessiment.
management reserves that portien of the recetvable deemed to be nncollectible At September 30, 2013
and 2012, the allowance tor bad debts was $-0-

Advertising

Fhe Association expenses advertising as it s meurred. The Assoctation expended S10.702 and S12.0101mn
the sears ended September 30, 2013 and 20120 resoectively tor ads ertising.

Reclassification of Prior Year Amounts

Certan amounts e the prioe vear have neet reclassitiad o confomy o the current vear presentation.



1. Insentories

Ty ertortes are sunnnarsed as felloan s

[.ouisiana Association for the Blind

Notes to Financial Statements

2013 2012
Rovw materials 990,335 ST2AK067
Fintshed goods Q11082 106X 171
Waork i process 15221 [4.82N
Manufacturing iy enton 1.916.638 2321966
Base Service Store mventories 069,242 [LO0X 373
fotal N2 KBS 880 S 330,34
2. Property and FEquipment
Nagor Classes of property aend cquepment consis ot the tallow e
2013 2000
Banbdhies N7.583,373 SOIOT TN
[ coseiinhd il'l':;‘fu‘\ et - bort Pol 2067033 2067 03
Paddizg caupment 1.530.708 PeNS20N
NMachirern LA13 117 [T
Nerox paper cauprent 1.320,903 [IREIFRR
Land S92.298 U2 0N
Ahrostve Jdock cutipment 431,170 430007
Autorpobiles and tricas 454101 SRR
Furoiture and Dixtores 430825 2SS 04N
Maciimery - Base Service Store 156,588 P36 SN
Automaobiles and truchs - Fort Polk I8.044 48044
Machinery - Fort Polk 46,734 40,734
Autemobiles and trucks - Bise Serviee Store 29,338 RAVRRE
[easchoeld mprovements - Base Service Store Q200 RN

casadcu s reddenrcartom aend sy o

TDODCEHD, L oo ent

16219882

SRR E113

SMO286.442

|5.603 50

(<A Ty




[.ouisiana Association for the Blind

Notes to Financial Statements - (Continuced)

3. fnvestments

[nvestments are stated at fair value and consist of the following:

(Gross Gross Fstmated
Unrealized Unreahized Market
Cont Giins (] osses) \alue
September 30, 201
Morgan Stanley Smith Bamey Shont
Ferm Ruserve Account:
Cash and money market bod41.334 b - S $ 441,53
Corporate fixed income 431808 3558 - 435,360
LS Government securities S P B o4 T 1129916
Total short-term myestments ST993 316 S1LA00 S- S2.006.816
Muorgan Stanley Sminth Bamey
Intermediate Term Reserve Account
Money markel SOSSMIS Y - S S 8542s
Government & GSE [ 142372 17.024 - 1,159,390
Corporate hixed income RO~ 5 13017 - SIS 3N
Commuon stock & options ST9 4Ny 15.682 - 815170
Mutual funds 130078 6 (0923 - 142,171
. Iehange-traded f pIsres oo ; v (898) 114,300
ARIERRIR) S1.KI6 » _::.5\; o 2- !

Chartable Trust I'und:

Cash and money market SRV - - NR.13G
Common stech & options §71heo 207N - NUT.703}
Corporate fixed mcome ARN R 2503 - S4TRT
Exchange-traded funds Y1.648 - 12494 8914
o Mawalfunds 200,607 14.34] - 214968
o - EABRSYS S 43T o (2494 1,344.841
Total long-termn mvestnients 83377457 SGH S5A $(3.392) $1.468 K21
September 3002012
Moroan Stankey Smith Barney Shant
Ferm Reserve Avcount:
Cashiand meney nurket S S N - S - S N34
tatual o L] 20 N 47N
Matual Fuitds LS4 RA] SNATN B | 80U X30
S Griavermment \L‘I_tlf(_\ [RENARIN 5.1 - HRRRIAY
Fotal shott oo estinents S1o97 AR N < W 06|08




I.ouisiana Association for the Blind

Notes to Financial Statements - SContinued)

3. Investments - (Continued)
Gross Gross Estimated
Unrealized Unrealized Market
Cost Gains (Losses) Value
September 30, 2012
Morgan Stanley Smith Barney
Intermediate Term Reserve Account:
Money market $§ 14,576 $ . $ - § 14,576
Government & GSE 270,231 10,133 - 280,364
Corporate bonds 25,673 2,262 - 27,935
Common stock & options 315,524 64,107 - 379,631
Mutual funds 2,178,145 161,617 - 2,339,762
2,804,149 238,119 - 3,042,268
Charitable Trust Fund:
Cash and money market 69,104 - - 69,104
Common stock & Options 405,519 577 - 406,096
Corporate fixed income 25,673 2,263 - 27,936
Mutual fund equities 718,854 25,219 - 744,073
1,219,150 28,059 - 1,247,209
Total long-tcrm investments $4,023,299 $266,178 $§ - $4,289.477

All investments in U.S. Government securities have contractual maturities of five years or less.

The Board of Directors of the Association has full responsibility for governance of the Charitable Trust
Fund (Trust). Income earned by the Trust is available for use in connection with any activity, which
directly benefits the blind, primarily educational, charitable or literary purposes. Principal of the Trust is
available for use only to the extent the original donor has so provided. At September 30, 2013, no assets
of the Charitable Trust Fund were restricted.

The following schedule summarizes the investment return and its classification in the statements of

activities:
Temporarily
Unrestricted Restricted Total

September 30, 2013

Interest income $47.106 S $ 47,106

Dividends 130,925 - 130,925

Net realized and unrealized gains (losses) 41,142 - 41,142

Investment expenses - ) ) (51,409) - (51,409)
Total return on investments $167,764 § - $167,764




[.ouisiana Association for the Blind

Notes to Financial Statements - (Continued)

3. Investments - {Continued)

Temporanly

Unrestricted Restrcted Total
September 24, 2012
Interest income S 81429 S S 81420
Dividends 125213 - 125213
Net realized and unreahized gams (lossex) 207 386 - 207.386
Investment eapetes | - S {43.768)
Total return on investnients 3438260 - S458.260

4. Fair Valuc of Financial Instruments

The Association has adopted FASB ASC Topic 820, "Fair Value Mcasurements” (Topic 820). Topic 820
requires disclosures that stratily bafance sheet amounts measured at fair value based on the inputs used to
derive fatr value measurements. These strata include:

. Level Tvaluations, where the valuation 1s hased on quoted market prices for identical assets or
liabtlities traded in active markets (which include exchanges and over-the-counter markets with
suftictent volume);

. Level 2 valuations, where the valuation 1s based on quoted market prices for similar instruments
traded 1o active markets, quoted prices for identical or similar instrunients i markets that are
not active and model-based valuation techniques for which all significant assumptions are
observable in the market: and

. Level 3 valuatons. where the valuation is generated trom model-based technigues that use
significant assumptions not observable in the market. but observable based on Association-
spectlic datas These unobservable assumptions reflect the Association's own estimates for
assumpuions that market participants would use in pricing the asset or lahility,  Valuation
techmques typically include option pricing models. discounted cash flow models and similar
techniques. but may also iclude the use of market prices of asscts or Labilitics that are not
directly comparable to the subject asset or liability,




Louisiana Association for the Blind

Notes to Financial Statements - ‘Continued!

4. Fair Value of Financial Instruments - (Continued)

Fair values of assets and liabilities measured on a recurring basis at September 30, 2013 and 2012 are as

follows:
Assets at Fair Value as of September 30, 2013
Level | Level 2 Level 3 Fair Value
Money Markets $ - S 585.097 $ S 585097
Mutual Funds:
Domestic Growth 357,139 357,139
Exchange-traded Funds 203454 203454
Total Mutual Funds 560,593 560,593
Government Obligations and Corporate Bonds - 3.597.784 3,597,784
Common Stocks - Domestic 1,732,963 1,732 963
Total 52293.556 $4.182.881 S 56I476I437
Assets at Fair Value as of September 30, 2012
Level | Level 2 Level 3 Fair Value
Money Markets S $ 92024 S S 92024
Mutual Funds:
Blended Growth 595,180 - 595,180
Value 366,818 366,818
Commodity 44953 44953
Domestic Fixed 3,762,568 3,762,568
Domestic Growth 50,984 50,984
Foreign Fixed 163,162 163,162
Total Mutual Funds 4,983,665 4,983,665
Government Obligations and Corporate Bonds 489,286 489286
Common Stocks - Domestic 785,727 - 785,727
Total $5.769,392 $581.310 S $6,350,702

15




Louisiana Association for the Blind

Notes to Financial Statements - sContinuedz

- 8 Notes Payable

The Association has a prime plus one percent $250,000 line of credit with JP Morgan Chase Bank, N.A.
(the "Bank"). Collateral for the line is any equipment purchased using funds from the line of credit. The
line of credit has no fixed maturity date. At September 30, 2013, there were no amounts outstanding
under this loan.

Additionally, the Association has a One Month LIBOR plus 2.258 (2.48175 percent at September 30,
2012) percent $2,300,000 line of credit with the Bank maturing September 14, 2013. At September 30,
2012, $325,000 was outstanding under this line of credit. The Borrowing Agreement and Note governing
the line-of-credit (the "Agreements") contain certain financial and reporting covenants, including
maintenance of the Association's primary operating banking relationship with JP Morgan Chase Bank.
Association deposits held by the Bank also serve as collateral for this line-of-credit.

6. Commitments, Contingencies and Leases

The Association leases equipment for some of its activities under operating leases. Minimum rentals
under the leases with initial or remaining terms in excess of one year were as follows at September 30,

2013:
Year Operating Lease Payments
2014 $111,043
2015 111,043
2016 31,479
Total minimum rentals $253,565

Amounts charged to operations under operating leases totaled $120,700 and $121,371, in 2013 and 2012,
respectively.

In the normal course of business, the Association may be subject to various claims and litigation. The
Association anticipates no material losses as a result of any such actions.

T Major Customer

The majority of the Association's sales are to agencies of the United States Government or to third-party
commercial enterprises, which then resale the products to agencies of the United States Government.
Sales to agencies of the United States Government and such commercial enterprises accounted for
approximately 95% and 89% of total sales in 2013 and 2012. Related accounts receivable accounted for
approximately 76% and 89% of total accounts receivable at September 30, 2013 and 2012, respectively.
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I .ouisiana Association for the Blind

Notes to Financial Statements - (Continued)
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Louisiana Association for the Blind
Notes to Financial Statements - sConcluded)

12.  State of Louisiana Grant - (Continued)

In 2012, the Association received $18,980 in capital outlay funds from the State of Loutsiana in
connection with the building of a safety walk and abrasives plant.

13.  Subsequent Events

In accordance with FASB Accounting Standards Codification topic 740 “Subsequent Events,” the
Association evaluated events and transactions that occurred after the statement of financial position date
but before the financial statements were made available for issuance for potential recognition or disclosure
in the financial statements. The Association evaluated such events through January 14, 2014, the date the
financial statements were available to be issued, and noted no subsequent events that required provision
for or disclosure in the financial statements.

14. Related Party Transactions

In 2013 and 2012, the Association purchased its group insurance through an agent whose spouse was also
a member of the Board of Directors. Total group insurance premiums amounted to approximately
$879,000 and $835,000 in 2013 and 2012, respectively. In 2013 and 2012, the agent for the Association’s
qualified 401(k) plan was also the spouse of a member of the Board of Directors. Total contributions to
the plan, including employee contributions, amounted to approximately $300,000 and $287,000 in 2013
and 2012.

18



Supplemental Material



Louisiana Association for the Blind

Schedules of General and Administrative ExBenses

Years Ended September 30, 2013 2012
Salanies - Administrative $1,414,398 $1,286,856
Salaries - Maintenance and Other 420,084 404,022
Group Insurance 391,314 345,786
Depreciation 258,132 181,949
Repairs and Maintenance 226,604 186,139
General Insurance 201,519 223,340
Payroll Taxes 145,077 127,504
Telephone 83,931 78,390
Rental Expense 76,290 10,259
Employee Benefits 70,566 55,919
Retirement 62,991 55,956
Audit and Accounting Expense 53,698 32,600
Tools and Small Equipment 46,241 21,740
Utilities 33,868 16,730
Travel 30,466 40,760
Office Supplies 25,331 19,925
Supplies 21,150 17,139
Legal Fees 14,454 3,122
Contract Labor 13,287 11,213
Bad Debts 11,999 -
Postage 11,885 7,245
Dues and Subscriptions 11,187 31,303
Advertising Expense 10,793 12,010
Truck and Auto 8,692 11,257
Special Events 8,388 10,527
Property Taxes 6,656 702
Miscellaneous Expense 6,289 (143)
Employee Testing 4,043 2,786
Gifts 3,972 3,916
Security 3,037 3,495
Entertainment 2,486 1,556
Board and Other Meeting Expense 991 624
Freight 101 326
Contributions 100 -
Consulting Expense - 3,879
Uniforms - 1,053

$3,680,020 $3,209,885

20
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Years Ended September 30, 2013
Abrasives /
Deck Xerox & Printing
Paper Coverings Low-Vision Other Services Total
Sales:
General Services Administration $ 329,185 § 786,117 § - § 7,715910 § - § 8831212
MAS and JWOD 1,196,973 332,062 - 5,010,545 - 6,539,580
Commercial / NON-NIB 191,993 3,592,685 - 128,543 190,670 4,103,891
Waste - B - 129,523 - 129,523
Base Service Stores 2,687 - - 175,594 - 178,281
State Contract - - 361,437 - 138,563 500,000
Other - 463 297,162 2,061 - 299,686
Returns and allowances 130 20 - - - 150
1,720,968 4,711,347 658,599 13,162,176 329,233 20,582,323
Cost of Sales:
Beginning inventory 591,792 759,530 21,403 934,870 14,371 2,321,966
Add: Purchase / transfer from
other departments 634,080 1,828,052 47,555 9,373,898 22,390 11,905,975
Less: Ending inventory (438,580) (581,030) (20,142) (871,169) (5,717)  (1,916,638)
Raw materials consumed 787,292 2,006,552 48,816 9,437,599 16,673 12,296,932
Manufacturing costs 1,269,257 546,186 574,488 1,583,967 166,181 4,140,079
Cost of sales 2,056,549 2,552,738 623,304 11,021,566 182,854 16,437,011
Gross profit (loss) $ (335581) §$2,158,609 $ 35295 §$2,140,610 § 146379 $4,145312
Gross profit as a percent of sales NM 45.8% 5.4% 16.3% 44.5%

20.1%
e m—————

NM - Not Meaningful



Louisiana Association for the Blind

Schedules of Sales and Cost of Sales

September 30, 2012
Abrasives /
Deck Xerox & Printing

Paper Coverings Low-Vision Other Services Total
$ 660924 § 791214 § - §$11,198345 § - $12,650,483
1,320,507 392,986 - 5,082,072 B 6,795,565
65,158 2,888,149 - 249,696 88,756 3,291,759
- - - 214,001 - 214,001
8.805 263 - 210,793 - 219,861
- - 178,503 226,922 94,575 500,000
- 2,526 269,747 12,376 - 284,649
21 - - - - 21

2,055415  4075,138 448,250  17.194.205 183,331 23,956,339

655,296 662,922 18,022 919,720 - 2,255,960

862,546 2,019,359 38,618 12,679,386 31,044 15,630,953
(591,792)  (759,530) (21,403) (934,870) (14,371) (2,321,966)

926,050 1,922,751 35,237 12,664,236 16,673 15,564,947
1,415,664 524,744 482,391 1,758,551 140,221 4,321,571

2,341,714 2,447,495 517,628 14,422,787 156,894 19,886,518

$ (286,299) $1,627.643 §$ (69,378) § 2771418 $26437 § 4,069,821

NM 39.9% NM 16.1% 14.4% 17.0%
e ey




Years Ended September 30, 2013
BAFB BAFB
Base Base Fort Polk
Supply Equipment SSSC Total
Sales $ 1,504,261 $3.240,718 $1,012,663 $5,757,642
Cost of Sales:
Beginning inventory 248,153 351,404 409,018 1,008,575
Add: Purchase/transfer from
other departments 1,254,280 2,718,637 755,293 4,728,210
Less: Ending inventory (262,187) (387,670) (319,385) (969,242)
Raw materials consumed 1,240,246 2,682,371 844,926 4,767,543
Other costs 59,242 78,408 71,016 208,666
Cost of sales 1,299,488 2,760,779 915,942 4,976,209
Gross profit S$ 204,773 $ 479,939l $ 96,721 $ 781433
Gross profit as a percent of sales 13.6% 14.8% 9.6% 13.6%

NM - Not Meaningful



Louisiana Association for the Blind

Schedules of Sales and Cost of Sales - Base Service Centers

September 30, 2012
BAFB BAFB
Base Base Fort Polk
Supply Equipment SSSC Total
$ 1,564,784 $3.029,374 $2.153,807 $6,747,965
282,426 306,093 545,073 1,133,592
1,277,316 2,507,588 1,642,666 5,427,570
(248,153) (351,404) (409,018) (1,008,575)
1,311,589 2,462,277 1,778,721 5,552,587
65,083 73,555 69,939 208,577
1,376,672 2,535,832 1,848,660 5,761,164
$ 188,112 $ 493,542 $ 305,147 $ 986,801
12.0% 16.3% 14.2% 14.6%




L.ouisiana Association for the Blind

Schedule of State Contracts
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independent Auditors” Report on Compliance and on

Internal Control Over Financial Reporting Based on an Audit of
Financial Statements Performed in Accordance with Governmental
Anditing Stunduards

The Board of Directors
Fouistang Assoctation for the Blind
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Comphiance
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My consideration of internal control was for the limited purpose described in the first paragraph of this
section and would not necessarily identify all deficiencies in internal control that might be significant
deficiencies or material weaknesses. Given these limitations, during my audit I did not identify any
deficiencies in internal control that I consider to be material weaknesses. However, material weaknesses
may exist that have not been identified. I did identify one deficiency in internal control, described in the
accompanying schedule of findings and questioned costs as Item 2013-01, that I consider to be a
significant deficiency.

Purpose of Report

The purpose of this report is solely to describe the scope of my testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Fair’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Fair’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

Under Louisiana Revised Statutes 24:513, this report is distributed by the Legislative Auditor as a public
document.

T DMLltt, 0 hapre
Certified Public Accountant

Shreveport, Louisiana
January 14, 2014



Louisiana Association for the Blind

Summaz of Audit Results

Year Ended September 30, 2013

L; The independent auditor's report expressed an unqualified opinion on the financial statements of
the Louisiana Association for the Blind.

2. No instances of noncompliance were reported in the independent auditor's report on compliance.

3. One significant deficiency in internal accounting control was reported in the independent auditor's
report on internal control.

4. A separate management letter was issued.



Louisiana Association for the Blind

Schedule Findinﬁs and guestioned Costs

2013-01 - Management should ensure shipments are billed promptly
Condition

During the audit, it was noted that several invoices were issued out of date sequence. The total effect to
sales was immaterial, but due to the effect on increase in net assets, an adjustment was required.

Reason for condition

Typically, shipping documentation is forwarded to the billing department once the shipment is made. In
this case, the majority of invoices were shipped on the last day of the fiscal year and were not billed by
the end of the day on September 30. The billing clerk was in training and the importance of proper
cutoff had not been stressed to him. Thus, the invoices were prepared the following day were issued
with a date of October 1. In one instance, a shipment was made in the middle of September, but was not
billed until late in October. The shipment was also not recorded on the shipping log on the date of the
shipment.

Recommendation

Management should review shipping and billing practices to ensure that all product shipments are billed
immediately after shipment. A periodic review of billings to ensure that all invoices are issued
numerically and in date order will assist in minimizing issues of this type in the future.

Management's Response

We agree with the recommendation and, as previously noted believe this to primarily be a training issue
and steps have been taken to ensure training includes an emphasis on proper cutoff procedures.
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Louisiana Association for the Blind

Schedule of Prior Years FindinEs

Year Ended September 30, 2012

Fiscal Year Corrective
Finding Description Corrective Action/Partial
Initially of Action Corrective
Ref. No. Occurred Findings Taken Action Taken

None noted.
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Board of Directors
January 21, 2014
Page two

inventory by $5,331.74. | suggest that the managers at the base stores review the
inventory valuation report for amounts that appear out of line with their expectations.

Management’'s Response — We agree with your findings and will implement a review
process to identify any unusual inventory pricing concerns.

In planning and performing my audit of the financial statements of Louisiana Association for the
Blind in accordance with auditing standards generally accepted in the United States of America, |
considered the Association’s control over financial reporting (internal control) as a basis for
designing my auditing procedures for the purpose of expressing my opinion on the financial
statements but not for the purpose of expressing an opinion on the effectiveness of the
Association's internal control. Accordingly, | do not express an opinion on the effectiveness of the
Association's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance. A material
weakness is a deficiency, or a combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the Association’s financial statements will
not be prevented, or detected and corrected on a timely basis.

My consideration of internal control was for the limited purpose described in the first paragraph of
this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. Given these limitations, during my audit | did not
identify any deficiencies in internal control that | consider to be material weaknesses. However,
material weaknesses may exist that have not been identified. | did identify one deficiency in
internal control, described in the schedule of findings and questioned costs included with the
Association’s financial statements that | consider to be a significant deficiency.

R ER Ak hh

I have discussed the preceding recommendations with Mr. Gerald Griffin and anticipate that these
issues will be resolved appropriately by Mr. Griffin and the Board of Directors. However, | am
also available to any and all board members should they wish to discuss these issues further.

This communication is intended solely for the information and use of management, the board of
directors, and the Legislative Auditor of the State of Louisiana and is not intended to be and
should not be used by anyone other than these specified parties.

® * *

As usual, | appreciate the outstanding cooperation from your staff that my personnel received
during the audit of the Association’s financial statements.

Very truly yours,

A
James K. McClelland, CPA
cc: Legislative Auditor of the State of Louisiana




